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THE REPORT OF THE BOARD OF DIRECTORS 


TO THE SHAREHOLDERS 


In our last Annual Report to shareholders a year ago, we expressed confidence that in 
the year ahead “we will be able to start rebuilding’”’ on the base we had been able to maintain 
through the long, complex and costly legal debates involving the validity of titles to our 
landholdings. 


We are please to report that this “‘rebuilding’’ program is now under way. 


While as yet there has been no legislative action following publication last March of the 
judgment of the Ontario Court of Appeal in reply to the ten questions on “‘checkerboard”’ 
land subdivisions, as submitted by the Government of Ontario, the Board of Directors 
regards the Court’s replies as favourable to your Company. That this view is shared by others 
is evidenced in the fact that a number of land sales which were held in abeyance pending 
the outcome of the hearings before the Court of Appeal are now being closed, while many 
of the payments which were being held in trust have been released. Indeed, we can report 
payments generally on outstanding mortgage receivables have improved to the point where 
auditors have agreed to restore the 20% contingency against non-payment in the 1972-73 
fiscal year, whereas they had increased this figure to 30% in their report for the previous year. 


In addition, we are now making new sales of building lots from our land bank of some 
3,000 acres in the Peterborough and Hastings area of Ontario. These sales are being com- 
pleted by lawyers acting on behalf of new purchasers. While this resumed sales program, 
based on a somewhat different approach than previously, has only just been started and is as 
yet on a very modest scale, the results are encouraging. 


In an effort to generate the sales of our landholdings, we have entered into negotiations 
with other developers with the objective of making bulk sales of lots for development. 


The outlook for your Company, therefore, appears considerably brighter than at this 
time a year ago. The period of enforced inactivity which we had to acknowledge then, has 
now terminated. 


It should be recorded here also, that, encouraged by the judgment of the Court of 
Appeal, we are continuing to press our claim for general and punitive damages against a 
Toronto newspaper arising out of the September, 1971 article published by this newspaper, 
reference to which has been made in previous reports to shareholders. The newspaper is 
defending the suit. 


Since the Appeal Court’s findings were not handed down until mid-March, the resulting 
improved position of your Company is not, of course, reflected in the Consolidated Financial 
Statement herein reported for the fiscal year ended July 31, 1973. As will be noted, a loss 
of $39,427.00 was incurred, which compares with a loss the year before of $128,056.00. 


The more favourable outlook, however, leads us to anticipate that the current fiscal 
year will result in the long-awaited turnaround to a profit return. And may we take this 
occasion to again acknowledge with sincere thanks the patience and understanding of so 
many of our shareholders and customers. 


October 31st, 1973 On behalf of the Board of Directors, 


f [fietelia” 


President. 


AUDITOR'S REPORT 


To the Shareholders, 
Whiterock Industries Ltd.: 


I have examined the Consolidated Balance Sheet of Whiterock Industries Ltd. and 
its subsidiaries as at July 31, 1973, and the Consolidated Statements of Income and Retained 
Earnings for the year then ended. My examination of the financial statements of Whiterock 
Industries Ltd. and the subsidiaries of which I am the auditor included a general review of 
the accounting procedures and such tests of accounting records and other supporting 
evidence. as I considered necessary in the circumstances. I have relied on the reports of the 
auditors who have examined the financial statements of the other subsidiaries. 


In view of the possible material effect on the consolidated financial statements of the 
matters set out in Note 11 of notes to consolidated financial statements, I am unable to 
express an opinion as to whether or not the accompanying consolidated financial statements 
present fairly the financial position of the Companies as at July 31, 1973, and the results of 
their operations for the year then ended. - 


Toronto, Canada. MANNY TWARD, 
October 15, 1973. Chartered Accountant. 


ASSETS 


Current 
Interest and sundry receivable 
Land inventory — at appraised value and market 
Income taxes recoverable 
Mortgages receivable — current portion 
Prepaid expenses and sundry 


Mortgages Receivable 


Less — Allowance 


Less — Current portion above 


Other 
Loans and advances receivable 


Intangibles and Deferred Charges 
Unamortized share issue costs 
Sundry 


TOTAL ASSETS 


APPROVED ON BEHALF OF THE BOARD: 


(sgd) Bernard J. Kamin 


The attached notes form an integral part of these 
financial statements. 
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STATEMENT 1 


LIABILITIES 


Current 


Bank indebtedness (Note 2) 
Accounts payable and accruals 
Customers’ deposits 

Long-term debt due within one year 
Income taxes payable 


Long-Term 


Accounts payable — roads (Noite 3) 
Notes payable (Note 4) 

Loans and advances payable 
Mortgages payable (Note 5) 


Less — Current portion above 


Deferred Income Taxes (Note 6) 
Contingent Liability (Note 7) 
TOTAL LIABILITIES 


MINORITY INTEREST (Note 8) 
SHAREHOLDERS’ EQUITY 
Capital Stock 
Authorized 
15,000,000 Common shares, no par value 
Issued 
2,779,755 Common shares 


Excess of Appraised Value of 
Land Inventory Over Cost 


Retained Earnings (Statement 2) 
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Whiterock Industries Ltd. 


and Subsidiaries 


CONSOLIDATED STATEMENT OF RETAINED EARNINGS 


FOR THE YEAR ENDED JULY 31, 1973 


BALANCE — At beginning of year, as previously stated 


Add — Adjustment of prior years’ income and taxes 


BALANCE — At beginning of year, as restated 
Add — Realized portion of appraisal surplus 


Less — Net loss for the year (Statement 3) 
— Non-deductible expenses 


BALANCE — At end of year 


The attached notes form an integral part of these financial statements. 
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Whiterock Industries Ltd. 
and Subsidiaries 


CONSOLIDATED STATEMENT OF INCOME 


FOR THE YEAR ENDED JULY 31, 1973 


1973 

REVENUE C/ $120,618 
EXPENSES 

Administrative and selling $ 74,248 

Financing 71,693 

$145,941 

LOSS BEFORE INCOME TAXES 3 25\323 

Income taxes payable (recoverable) — current $ 270 

— deferred 20,507 

BLO hT 


LOSS BEFORE MINORITY INTEREST $ 46,100 

PinOsOu. 

LOSS BEFORE EXTRAORDINARY ITEM $ 39,427 
Gain on sale of marketable securities = 


NET LOSS $39,427 


Minority interest 


Per Share 1.4¢ 


The attached notes form an integral part of these financial statements. 
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Whiterock Industries Ltd. 


and Subsidiaries 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


FOR THE YEAR ENDED JULY 31, 1973 


1. Basis of Consolidation 


The consolidated financial statements include the accounts of all subsidiary companies: 


Chestwar Investments Limited 100% owned 
Maplehill Estates Limited 100% owned 
Nadper Holdings Limited 100% owned 
Opican Developments Limited 100% owned 
Verlem Investments Limited 87.5% owned 
Bartros Holdings Limited 75% owned 


2. Bank Indebtedness 


Bank indebtedness is secured by general assignment of book debts and assignments of 


mortgages receivable, as well as the personal guarantees of certain principals. 


3. Accounts Payable — Roads 


Provision for road construction costs has been made at the average rate of $300 per sold 
lot. It is a condition of each sale that where there are no access roads to lots sold, the 
installation of roads will be commenced within three years from the dates of sales. 


4. Notes Payable 


Due Date Interest Rate 
August 15, 1973 8% 
August 15, 1973 12% 
December 31, 1973 10% 
September 29, 1974 10% 
October 15, 1974 9-3 /4% 
October 15, 1974 12% 
October 15, 1974 12% 
November 13, 1974 9-3/4% 
February 28, 1975 9% 


5. Mortgages Payable 


Amount 


$ 14,500 
3,000 
13,000 
9,650 
41,506 
17,000 
6,500 
13,534 
12,000 


$130,690 


Mortgages payable on land bear interest at rates of 6% to 9% per annum, and in most 
cases there are prepayment privileges without notice or bonus, based on an average of 


$150 per lot sold. 


6. Deferred Income Taxes 


Deferred income taxes provided for at full rates are comprised as follows: 
Appraisal increment of land inventory $1,717,594 


Deferred income on land sales 
(Section 20 (1) (n) of The Income 
Tax Act of Canada) 227,466 


$1,945,060 


. Contingent Liability 


The Companies and others have been named as co-defendants in a legal action in the 
amount of $220,585. A defence has been entered on behalf of the Companies by their 
solicitors. 


. Minority Interest 


The minority interest consists of: 


Advances from shareholders Si26.99 7. 
Capital stock 50 

Excess of appraised value of land 
inventory over cost SUL20h 70 
Deficit 15,962 
$123,855) 


. Statutory Information 


Executives’ and directors’ remuneration for the year totalled $65,300. 


. Comparative Figures 


Certain 1972 figures have been restated and reclassified where necessary to conform with 
the financial statement presentation adopted for 1973. 


. General 


In our report of November 21, 1972, in Note 13, we reported that on September 11, 1971, 
a daily newspaper in Ontario published an article alleging that the purchasers of property 
from the Company and others may not have received clear titles and that the Ontario 
government reviewed the matter and asked the Ontario Court of Appeal to answer certain 
questions dealing with the legality of titles to land where th lots were subdivided ac- 
cording to what is commonly known as the “Checkerboard system’’. 


The Court of Appeal gave its decision on March 19, 1973, the summary of their judgment 
has been published in the Official Court Report. 


On receiving this decision, the Company continues its lawsuit against the newspaper 
alleging that its titles have been slandered. The newspaper is defending the lawsuit. 


